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« United States Alrcrai'st.ﬁ Insurance Group (USAIG)
was formed in 1928 to !ns,,,ﬁ ‘e aviation risks
» USAIGis a paal of msum _‘::ce Qmpames
» USAIG has msured space 'f:sks'smce 1965

- U.S. Av:atlen Underwrlters lnc (USAU) manages
the USAIG pool e |

» Leader in worldw:de av

pace msurance market

» Subsidiary of General Re shire Hathaway




What Is S ce Ir

surance?

. Loss due to the fallure of, or p sil'cal damage to, satellites,
launch vehicles and other s _y‘l-eads
- Coverages |
» Launch, initial nperatmns, lmarbnt |
« Geostationary commercial commumcatlons satellites are
the core busmess segment '
»  40% of laanches 99% of m-erbxt 5atellltes 85% of prem:um
« Clients
» Launch vehicle and satemtemanufacturers, ‘operators and users
. Characteristics S asnm o
» Volatility (low frequancy { h!gh se’ver;ty)

» Constantly c:hangmg techml@gy
» Each risk is umque e
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The Insuraj
Hkgh F’mﬂts

1ce Cycle

o :':_:lncreased ‘Capacity

Profits Rise |
N Seek Market Share

Rates Increase /

Flight to Quality | Market i Market

" Rates Decrease

Capacity Decrease Inadequate Rates

Insolvencies/Withdrawals >~ ~ Mounting Losses
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Warren |

ratlonahty llke

“Nothin g date ates
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:.:lehly mjury, avmtmn
workers’ compensatmn,-_‘ fej;and a;;{;;c.=-|dent and
health L I

seen before — Pmlle'iifiya

» Largest msured Iess ev;__ﬁ__
» Largest avuatmn msuranc; S ev
» Largest workers compens n insurance loss ever
» Largest preperty lnsuran-,e.ea.<._«-,__s?s ever

» Largest life insurance loss. e-;;iize-r

» Effects far beyond WTC, Pentagon and PA
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1ce Losses

Date

Claim ($ billion)

Sep 2001 Terrorist attacks (US) 50
Aug 1992 Hurricane Andrew (US) 20
Jan 1994 "Nerthrldge earthe 'a-ke (US) 16
Sep1991  Typhoor 5
Jan 1990
Dec 1999
Sep 1989
Oct 1987

- Feb 1990
Sep 1999
Nov 2001

... and don’t forget ... T
Asbestos liability =~ | 65-122
Environmental liability (pollution) | 46-56

Source: Swiss Reifsigma, Ti.liingﬁast;-margan Stanley




- Expected loss costs have mcreased
. Defmltlon of nsk has changed

ecc 1e more restrictive
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ReSu‘lts ff 1

« Required capital 'has inéreased*’
+ Cost of capital has mcreased |
. Liquidity reqmrements have . 'ased
. Required underwriting maf gin

- Capacity has decreased

have increased

. lnsolvenmes and w:thdrawals have mcreased

. Scrutmy has mcrea ‘“fed_
» Investors and owners

» Financial markets
» Rating agencies
» Regulatersandmttfclans A

3128102



Space Insurance Ma

- Satellite launf‘}:‘?;hes dej{i??-;r_‘e : 'e;d
» 46 satellites launched in 200 7m 2000, 93 in 1999

* Insured values deerea—se;
» Average value of GEO satellites launched was $193 million
- in 2001, $235 mlllmn in 2“6 $%~}12 million in 1999

+ Market space in sura ce pri mium decreased
» $0.5 billion in. 2901 : “““j;oo $1 billion in 1999

. Satellite anomalies increased
» “Generm” anemahes on certam classes of satellites

« Market annual lnss' ratio increased
» 251% in 2001, 107% in 2 /o in 1999, 156% in 1998

USAIG 1.1 o 3/98/02



So far this year, three insured satellites have
been declared total losses, and a fourth may
have suffered an anemalfﬁff}:?-that could lead to a
total loss |

Based on these (potentlal) lcsses incurred
claims in first three Li_f:~:~'_-o:nt iiif”ésis‘.of 2002 exceed full
year 2001 premium

Loss ratio so far in 200_2"'
Market net loss $1.8 Iﬂlluon over past four years
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New Launch Velcles in 2002

- Ariane 5 E%‘C*w, . lelta 4 |
. Atlas3B ProtoanreezeM

- Atlas 5 . - Sea Launch 6000

.. All of these new Iaunch vehlcles have
committed msured payloa;;sé-;-ass,lgned to them

. Rule of thumb — two fallures in first ten flights
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- 11 tmas! lassas“ | : -
» 54 pmpulsien subsystem fa:lures (thruster )' |
- Anomaly reporting issues '
» Late/noreporting o SR
» Variation in repartmg depth |
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Elpartial Losses
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Market Premium

$1,500,000,000

and Claims

BEarned Premium

M incurred Claims
$1,250,000,000

$1,000,000,000"
$750,000,000
$500,000,000

$250,000,000"

$0

1994 1995 1998 1997 1998 1999 2000 2001 2002
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« Shorter coverage perls (1 year vs. 5 years)
« More exc

_-;‘|,;u5|.n;:._.:---i*:'(_generlc faults terrorism)

« Higher Io.u,?:*-is thr res ho (CTL @ ) 75% vs. 50%)
. ngher deduci _'f'?;lilnlesv ; argms (10-15% ded.)

| RISk dlfferentlatlon mature vs. new technology)
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Final T souchts

. The msu ran emar

+ The aerospace, com

information mar eare ok but will
recover :

- We have all suffe red
bad judgement |

. Let’s hope that .'; e |I| learn to exercise
good judgement i
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